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Action

Ref: Review and Action on the North Coast Railroad Authority’s (NCRA) Financial Plan for
Administration and Debt Reduction (Fiscal Year (FY) 2002-03 through FY 2007-08)

Issue: Should the Commission approve North Coast Railroad Authority’s (NCRA) proposed
financial plan for administration and debt reduction?

Recommendation:  Staff recommends that the Commission approve NCRA’s proposed financial plan for
administration and debt reduction. NCRA has identified about $1,190,000 in unrestricted funding
sufficient to provide for its projected administrative needs from fiscal year (FY) 2002-03 through
the first half of FY 2004-05, while still meeting its commitments with respect to liability obligations.
NCRA has also identified potential funding sources for further research to assist in meeting the expected
deficit in the later fiscal years. NCRA has identified potential liabilities that are characterized as annual,
long-term, “to-be-forgiven”, not valid, and deferred. Those identified as being legitimate obligations total
$14,220,675 of which $12,000,000 is the Q-Fund loan obligation that will be paid in 2013 from the
revenues generated by the funds held in trust.    

Background:

The Commission, at its February 28, 2002 meeting, requested NCRA to return at its May meeting to
provide and present the following:

•  A revised financial plan explaining how NCRA intends to fund its administrative operations for
FY 2001-03 through FY 2007-08. (The Commission pointed out that NCRA’s request for
additional administrative funds from the TCR Program was unlikely, since the entire $1,000,000
available for that purpose has been approved and allocated.)

•  Information regarding the likelihood that identified revenue sources are available and can be used.
•  Revised debt reduction spreadsheet reflecting projected net revenues generated from future

operations.
•  Detailed explanation of assumptions used to develop the two alternatives, as well as supporting

text explaining the overall proposal. (One alternative was eliminated based on reevaluation of
original proposal.)

Resolution TA-01-18, adopted December 12, 2001, also directed the North Coast Railroad Authority
(NCRA) to demonstrate to the Commission how it will fund its administrative operations beyond
June 30, 2002, when the administrative funds provided through the Traffic Congestion Relief (TCR)
Program will be exhausted:

“No additional TCR Program funds shall be allocated to the NCRA, beyond the $17,750,000
allocated to date, until such time as NCRA demonstrates to the Commission how it will fund
administrative operations beyond June 30, 2002.”
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Development of NCRA Financial Plan

Commission staff, the Department and Senator Wesley Chesbro’s staff met with NCRA on three separate
occasions to ensure that NCRA understood what was expected pertaining to the items requested by the
Commission at their February 28, 2002 meeting.  Department District staff and Senator Chesbro’s staff
met with NCRA on another occasion to further discuss the information to be presented.

NCRA worked with the Department, Senator Chesbro’s staff and Commission staff on its Report to the
California Transportation Commission on The North Coast Railroad Authority and accompanying
spreadsheets that will be presented to the Commission at its May 9, 2002 meeting.  The intent of the
report is to provide an evaluation of projected costs and identifiable funding sources until such a time as
operational revenues are available to fully support the NCRA.  The report also identifies NCRA’s existing
debt and provides an explanation of when and how this debt will be paid. The report also addresses the
status of the assessments currently in progress. The NCRA Board adopted the report on April 17, 2002.

Administrative Operations Funding

NCRA has identified about $1,190,000 in unrestricted funding sufficient to provide for its projected
administrative needs from fiscal year (FY) 2002-03 through the first half of FY 2004-05 while still
meeting its commitments with respect to liability obligations. The identified unrestricted funding sources
provide NCRA a total of $916,400 in the current (2001-02) FY and an additional $276,000 in FY 2002-03
of unrestricted funds.

Unrestricted funding sources include annual property revenue ($180,000 annually for FY 2001-02
through FY 2013-14), FEMA/OES retention ($396,000 in FY 2001-02 and $96,000 in FY 2002-03),
Santa Rosa easement ($338,400 in FY 2001-02) and sale of surplus equipment (FY 2002-03 $124,000).

Additional administrative support will be needed from mid-FY 2004-05 through FY 2012-13. In
FY 2013-14 sufficient revenue from operations will be available to fully support administrative needs and
meet expenditure obligations.  It is estimated that net revenues from operations will start in FY 2007-08
beginning at $200,000 and escalate to $1,300,000 by FY 2012-13.

NCRA has indicated that its Property Management Committee has agreed to take a more active part in
oversight of property management and will be making sure that all available resources are utilized in
aggressively pursuing additional revenue from leases and other property uses. The NCRA Board recently
approved revised fees and directed the Property Manager to bring all leases current.  The revised fees will
lessen the need for future administrative subsidy.  Upon the receipt of the revised fees, NCRA will need to
update its Project Revenue and Expenditure Summary to account for the additional revenue.

Status to Debt

NCRA has identified potential liabilities that are characterized in its report as annual, long-term, to be
forgiven, not valid, and deferred. Those identified as being legitimate obligations total $14,220,675 of
which $12,000,000 is the Q-Fund loan obligation that will be paid in 2013 from the revenues generated by
the funds held in trust by the State Treasurer’s Office Local Agency Investment Fund pursuant to a MOU
between the Commission and NCRA.  Payment on the Q-Fund loan in the amount of $1,300,000 is due in
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FY 2001-02 because of a disallowed right-of-way cost. Projecting the current Q-Fund balance forward at
the average annual return of the past ten years (5.4942%) produces a potential shortfall of $700,000 when
the repayment is due in 2013. NCRA will need to plan for dealing with the potential shortfall.

Annual payment of $106,175 for NCRA’s liabilities include four debts that have various termination dates
after which, the funds that are currently dedicated to making the specific annual payment can be
reallocated to other uses.  Two debts will be paid off in FY 2006-07, and the remaining two will be paid
off between FY 2009-10 and FY 2011-12.  Two long-term liabilities exist which comprise of notes with
specific due dates or payment is triggered by a specific event. These long-term debts will be paid in
FY 2002-03 and 2011-12.
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